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TIPS FOR BUSY READERS
MARILYNN G. WINBORNE, CPA

Integrated Financial Planning, G. Ralph Guth
rie, Jr., Budgeting, November, 1963.

ignores direct cost techniques which permits
the integration of cost behavior factors into
the accounting system.

Financial planning and budgeting have
two primary purposes: first, to aid in planning
operations to yield the maximum long-range
return on capital; second, to control operations
so that the plans are realized. Thus financial
planning is directly related to operations. Two
of these relationships—to management and to
accounting—are the subject of this article.
The primary objective of management is
to determine what money will be spent today
to create future profit opportunities. Major
profit producing plans require considerable
time before fruition. Therefore, profit-maxi
mizing plans are a long-range operation—the
necessary ingredients of which are time, money
and risk.
Management is also responsible for day-today operations. This short-term responsibility
is the opportunity to make the most out of
former long-range plans. This responsibility
develops considerations different from those
employed in long-range financial planning.
First, all levels of management are concerned
with short-term planning. Success of short
term plans depends upon the active participa
tion of the entire management team. In
contrast, long-range planning involves only
the top levels of management.

The accounting system plays the essential
role of reporting variances from the plan in
the most timely and dramatic fashion. In this
role, accounting can lend considerable as
suredness to management that its plans—longrange and short-term—will bear fruit.
The Installation of Budgetary Controls in Small
Companies, T. J. Diggory, Budgeting, May,
1964.
The author has accumulated wide experi
ence in instituting budgets in small firms. The
article summarizes the principles involved and
the valuable lessons learned from his practice.
A small firm is usually managed by a closely
knit team of from two to six people each inti
mately involved in a special area. Budgeting
must be sold to the management group as a
potential cost saving device, not as an adjunct
of the accounting system. After installation, it
becomes the responsibility of the head ac
countant to continue selling by demonstrating
the budget’s effectiveness as a vital planning
and control device. “Unless management can
be convinced of the need for a budget as a
plan of action for the future, they tend to ac
cept last year’s results as the best criterion
for measuring progress. This does not neces
sarily produce the most dynamic outlook
toward the future.”
The management group usually will not
respond to a sophisticated budget or reports
composed of a mass of details. Successful bud
get implementation and operation require the
full support of management, firm organization,
good accounting records and clearly defined
company objectives. The budget system must
be orientated towards the practical needs of
management. The reports must be so arranged
that action is stimulated. To accomplish these
goals, a careful study must be made of the
way in which the particular management group
manages.
Budgets are a valuable tool of management
whether the company is a giant of industry or
is considerably smaller. This realistic presenta
tion of the problems involved in budget imple
mentation should be required reading for all
involved in the areas of internal accounting
and management services.

A second consideration of short-term plan
ning is control. Control is the eternal comple
ment of planning; without control, planning
is useless. The shorter the time period covered
by the plan, the greater the accuracy that can
be expected. Control opportunities increase as
the time period decreases because more have
participated in the planning process and are
responsible for control.
The relation between financial planning
and accounting is an important one. Plans
for the future are bred from past experiences.
Accounting, as the financial historian, will al
ways play a signal role in the planning opera
tion.
Many companies regard the flexible budget
as apart from the normal accounting responsi
bility. This attitude is narrow in three re
spects. First, it is expensive to maintain the
duplication of traditional accounting re
quirements and to complement the financial
planning operation. Second, the utility of ac
counting information to management is re
duced by the separation. Third, the view
12

Basic Accounting and Cost Accounting, 2nd
Edition, Eugene L. Grant and Lawrence F.
Bell, McGraw-Hill Book Company, 1964.
An increasing number of non-accountants
realizes the need for an understanding of ac
counting fundamentals and for a familiarity
with cost accounting. This text, written by
two engineers, is directed toward those who
use accounting and not specifically toward
accountants. The ninety-seven problems in
cluded are long enough to satisfy any account
ing teacher. In the preface, the authors state
their belief “that the best way for a non
accountant to acquire an adequate and lasting
understanding of accounting principles is by
solving numerical problems.”
The twenty-one chapters are divided into
three sections. The chapters end with a brief
summary of the pertinent points covered, dis
cussion questions and several problems. The
questions are, for the most part, carefully
written and thought provoking.
Part 1, with eight chapters, deals with ac
counting concepts and techniques. Working
papers, special journals and ledgers are given

limited but adequate coverage.
The nine chapters in Part 2 take up cost
accounting: job-orders, process, standard costs,
direct costing and joint costs. The subjects
are examined in some detail with attention
given to the flow of costs through the system.
Part 3 picks up the topics of income taxes,
fixed assets and depreciation, and budgetary
control. The fourth and final chapter of Part
3 presents examples of the pitfalls involved in
the uncritical use of accounting data—a subject
which some authors use to vent their spleen
against accounting. Not so here. It is not a
witch-hunt, but it is a dispassionate appraisal
of accounting for special managerial purposes.
Systems, reporting, statement analysis, cash
flow, flow of funds, auditing, and data process
ing are not covered. But the subjects that are
included are well treated. In general the text
would go well in the classroom. I would have
real reservations about using it at the fresh
man or sophomore level and some reservations
about it at the junior or senior level. Graduate
students or mature individuals in a special
business course could handle the depth and
breadth of subject matter coverage.

Wanted—Unpublished Doctoral Dissertations
University of Texas, 1957, is presently in the
file. Readers having unpublished doctoral ma
terial which they are willing to have micro
filmed should address their inquiries to:

Establishment of the research library of the
Business and Professional Women’s Founda
tion was started approximately one year ago
in Washington, D. C. It is generally conceded
that this may be the only library devoted
solely to the interests of women in business
and the professions; and the library is open
to the public for research.
One of the library’s key research tools is a
file of unpublished doctoral dissertations on
microfilm. Only one dissertation, “The Woman
in Public Accounting,” Dr. Joyce Smalley, The

Mrs. Page M. Riesbol, Librarian
Business and Professional Women’s
Foundation
2012 Massachusetts Avenue, N.W.
Washington, D. C. 20036

or to the Editor of The Woman CPA.
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BUSINESS OF LIFE

*

*

Whenever you increase the numbers of
political bureaucracy you not only have to pay
them but they are veritable research labor
atories for new inventions in spending money.
Bureaucracy rushes headlong into visions of
the millenium and sends the bill to the treas
ury. And there are three implacable spirits in
bureaucracy: self-perpetuation, expansion, and
demand for more power.
Herbert C. Hoover

The happiest business in the world
Is that of making friends,
And no “investment” on “the street”
Pays larger dividends.

For life is more than stocks and bonds,
And love, than rate percent;
And she who gives in Friendship’s name
Shall reap as she has spent.

Life is the great investment,
And no man lives in vain
Who guards a hundred friendships
As a miser guards his gain.
Author unknown

*

*

*

You can’t build a reputation on what you
are going to do.
Henry Ford
13

